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SOME PROBLEMS OF PUBLIC 
OWNERSHIP 



BY WALTER S. ALLEN 



The question of the public ownership of those community 
services which are commonly grouped together under the 
title of " public utilities "is one which affects the individual 
in many ways. As a member of the community he is 
interested in the social effects of an assumption of an 
industrial undertaking by the State, as a citizen he is in- 
terested in the way in which this extension of governmental 
functions would affect the political organization of the 
State, and as a taxpayer and a user of service he is directly 
interested financially in the success or failure of the under- 
taking. 

The problem must be discussed along broad economic 
lines and falls naturally into three main divisions — the 
social, political, and financial effects of such an assumption 
of business undertakings by the State. 

There are those who take the extreme view that the 
functions of government should include the public ownership 
and management of all those services which cannot be pro- 
vided by the individual for his own use. They see in the 
formation of groups of individuals for these purposes an 
interference with the rights of the community. They claim 
that since the public services must be monopolistic in their 
character in order to be efficient, such groups may become 
sufficiently strong to be independent of government, and 
that, at least as far as their own business is concerned, they 
attempt to usurp the powers of government itself. 

The charge is freely made that these group activities con- 
trol regulative and legislative bodies and tend to degrade 
these into representatives of the utilities rather than rep- 
resentatives of the people. If this were a fact there would 
be no question but that such groups would be a social 



SOME PROBLEMS OF PUBLIC OWNERSHIP 9 

menace, but actual facts indicate the contrary. The gen- 
eral trend of the decisions of the regulating commissions 
throughout the country shows a spirit of fair-mindedness 
and a study of the laws put upon the statute-books of the 
United States and the separate States shows many more acts 
restraining public-service companies than favorable to them. 

There is undeniably an increasing tendency in this country 
to assume that whenever there is such a general demand 
for any service, that group ownership becomes necessary 
and individual ownership is impossible, that then it is the 
duty of the whole community as represented by the govern- 
ment to step in and assume control of the business, either by 
strict regulation or by actual possession. The major part 
of the people are apparently satisfied with governmental 
regulation, but those who think that the public authorities 
are best fitted to deal with the questions involved refuse 
to believe that it is possible for the State to establish such 
form of control as will lead to satisfactory relations be- 
tween group activities and the community. 

The growth in the activities of the State in the last twenty- 
five years has been very rapid, and unless a study is made, 
it escapes attention. We have grown so used to ownership 
and maintenance by the community of roads and bridges 
that we cannot see why these absolute needs for communi- 
cation should ever have been allowed to be in private hands. 

Health matters, including the supply of pure water and 
the disposal of sewage, plainly have such an effect on 
society as a whole that no one questions the propriety of 
community assumption of these duties. The care of the 
insane, the deficient, the sick and the poor is being each 
year more largely assumed by the community. Parks and 
recreation-grounds are readily supported as being a benefit 
to the whole mass of citizens. Education at the expense of 
the State is now an essential, even through university grades. 

All these activities are plainly of such a character as to 
demand co-operative action for the welfare of the whole and 
in many directions there must be compulsory action which 
can only be supplied by the power of the State. 

But when we consider those other needs of society, known 
as the public utilities, we find that although they are of great 
importance in the development of the community, still they 
do not so closely touch each individual as do those enumer- 
ated. 
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These services which have been developed in the last few 
years are of vast importance both to society and the indi- 
vidual, but they are not of such universal use as to demand 
their assumption by the government for the benefit of the 
community. 

The public utilities generally recognized as such furnish 
service to the whole community, but these services are for 
many reasons not availed of by each member of the com- 
munity. 

The question then becomes : What will be the social effect 
of the operation of these utilities by the public? Would 
the direct assumption of the duty of supplying the public 
with these services be of social and economic advantage to 
the community as a whole? Would there be any advantage 
to the whole community in such a supply? Would a public 
supply, instituted for the benefit of the community, lead to 
placing a disproportionate burden on those who actually 
avail themselves of the service? These questions must be 
carefully considered. 

A study of the economic conditions governing the rela- 
tions of the community to the public utilities indicates that 
the two factors most directly controlling the assumption of 
the utilities by the community, are the monopoly character 
and the maturity of the business. None of the so-called pub- 
lic utilities is a complete monopoly. That is, a substitute 
may be found for each which will actually compete with it. 
For instance, light can be furnished by electricity, gas, or 
oil; urban transportation by street cars, stages, and auto- 
mobiles. There may be differences in convenience, but there 
is no complete monopoly. Practically, however, each of the 
various utilities must be a monopoly in its own field if ade- 
quate service is to be obtained, so that on this side the util- 
ities fulfill one of the conditions pre-requisite to public 
ownership. 

On the other hand, that of the maturity of the business — 
the argument is wholly against public ownership. 

No one of the public utilities has reached maturity. No 
one of them is free from the chance of being radically 
changed by inventions and modifications which will result 
in making obsolete present methods, and wiping out capital 
already invested in good faith and in accordance with the 
best practice at the time the investment was made. Even in 
the case of the oldest of the utilities — gas — there are impor- 
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taut changes from time to time, and often radical changes, 
such as the comparatively recent introduction of water-gas 
and the use of coke-oven gas. In electricity for light and 
power the changes have been even more rapid ; the introduc- 
tion of electric traction on urban and interurban railways is 
but of a few years' standing — wireless telegraphy and tele- 
phony are in their infancy. 

This lack of maturity carries with it a risk which may be 
heavy and one which no government should incur. To risk 
in such enterprises the money of the taxpayers is beyond 
the value which the community might obtain from any 
benefit. 

It might be possible to imagine a condition where a gov- 
ernment is urged, in the interest of the community as a 
whole, to assume a public utility. Take, for instance, a small 
community which feels the need of lighting its streets, and 
no group of capitalists is willing to assume the risk because 
of restrictions of one kind or another, say the refusal of 
the authorities to grant a franchise except on prohibitive 
terms. The representatives of the people known as the 
government say — we can do this — we will risk the collective 
capital of this community, and this we can do because, no 
matter what the results of our operation of this utility, we 
shall have behind us the entire property of the taxpayers. 

The " bottomless purse of the taxpayer " and the 
thoughtless assumption by the public of the idea that gov- 
ernment is something apart from the taxpayer and always 
has money to spend, or can raise money some way or other 
if a community wants necessities or luxuries, has become so 
a part of American life that it never occurs to the average 
man that government is merely the aggregation of all of 
us, and that although taxes are paid directly by only a few, 
in the end it is always the consumer who pays the taxes, 
that taxes increase the cost of production, the cost of dis- 
tribution, the cost of doing all business and the scale of 
rents, and that finally the wage-earner, who has been brought 
up in the belief that only the rich pay taxes, pays out in- 
directly in enhanced cost of living a far greater proportion 
of his income than those who pay taxes directly in money 
to the tax-collector. 

One of the persistent claims of the advocates of the ex- 
tension of governmental functions is that, if the State or 
the municipality undertakes to operate large business prop- 
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erties, then the community at large will take a greater inter- 
est in government, better men will be induced to take part 
in politics, and there will be an inevitable raising in the 
standard of the civil service. 

This has a most plausible sound, but experience every- 
where fails to lead to this conclusion. Government may 
become so bad that the voters overturn it, but the effect 
of this lasts but a short time and things drift back to their 
old conditions. We try a series of experiments, but in a 
short time the people lose interest because they fail to 
realize that they themselves are the government and that 
government is just what they themselves make it. They 
fail, too, to realize the fundamental fact that all the ex- 
penditures of government are made from the taxes which 
tbey pay directly and indirectly. 

Take as a concrete example the Post Office Department. 
Its gross revenue places it among the first half-dozen big 
business organizations — it touches at first hand every in- 
dividual in the community; it discriminates in its rates and 
in its methods to an extent to which no private enterprise 
would dare ; its bookkeeping methods and its business meth- 
ods are such as would put a private business in a receiver's 
hands — but yet the people care little for its management. 
The buildings occupied by the Post Office when owned by 
the United States are given free to the Post Office Depart- 
ment, and lighted and cared for at the expense of the Treas- 
ury Department. Yet, when in making up the accounts by 
including at the end of the year only audited vouchers, by 
charging various expenses to other departments, the Post 
Office shows a meager excess of revenue over expenses, 
we declare it to be a business success. 

" The public will, if it serves itself, be more anxious to 
give the public service." This is another of the catchy 
phrases of the advocates of public ownership, but unfor- 
tunately, like so many phrases, the facts are against the 
assumption. Private initiative based on a desire for gain 
undertakes to secure business by inducements — it advertises, 
it canvasses the possible user, it looks for new methods of 
utilizing the service, it seeks to popularize the service, it 
extends its facilities in all directions as the community ex- 
tends, and, based on the desire to increase its business, it 
employs all the devices of able commercial men to devise 
new methods for introducing its service generally. 
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Public initiative may be said to be non-existent. The 
publicly owned utility waits for the customer to come to 
it. It assumes that if any one wants an extension of facili- 
ties he must ask for them, and in many cases he must guar- 
antee a certain return on the cost before the extension is 
made. Public management pays little attention to new uses 
for its service and looks on advertising and canvassing as 
simply a waste of money. In another direction, too, that of 
the introduction of new technical methods, public manage- 
ment is almost universally devoid of initiative. There is 
no incentive to introduce improved methods when those 
which are in use yield reasonably satisfactory service ; there 
is no inducement to introduce labor-saving devices when 
these involve a reduction in the working staff and the throw- 
ing out of voters. 

Public management, too, is more arbitrary toward its 
users — payment in advance is more rigorously enforced — 
the discontinuance of service on account of the non-payment 
of bills is more rigidly enforced — and once service is dis- 
continued a penalty is laid on the user by making a charge 
for resuming service. In short, any comparative study of 
public and privately operated utilities will show that so far 
as showing any public-spirited desire to secure business and 
aid all the members of the community to secure service 
suited to their needs, the privately managed plants are 
greatly in advance of those managed by the public ostensibly 
in the interests of the public. 

It is claimed that public ownership benefits the employees. 
If this means that employees receive more than the usual 
rate of wages or are employed fewer hours, or that more 
men are employed than would be the case in a private plant 
and that this is a benefit, then it may be true, but such an 
economic waste is plainly a detriment to the user of service. 
The individual user wants his service at as low a price as 
possible and he is plainly entitled to it, and any excessive 
wage paid to a favored few is an injury to the user and a 
serious demoralization to society. Such action confirms 
every one in the belief that the Government is not bound in 
any way by broad general economic laws, but is something 
apart whose object is to favor a class. 

There is claimed a benefit to the users in the superiority 
of service rendered. Every progressive manager of a pri- 
vately owned public utility — and the progressive managers 
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are vastly in the majority — recognizes that his business is 
to furnish good service, and that while he is manager 
primarily for the purpose of making the business pay, he 
must recognize that the only way in which this can be ac- 
complished is to furnish such a grade of service as will 
satisfy the people served and make them the friends of the 
management. There is nothing sentimental in the question 
of good service, as the advocates of public ownership would 
have us believe; it is simply good hard business common 
sense to give the best service possible, and commercial men 
see it far more plainly than any one else. 

But the claim which appeals more strongly to many of 
those who realize the present unsatisfactory condition of 
government is that already referred to — namely, that the 
extension of the business activities of State and municipal 
governments will enlist more actively the influential men of 
the community in public affairs. 

In support of this argument the partial success of gov- 
ernmentally managed business in England and Germany is 
cited, and the claim is made that because of these wide 
activities of government a better class of men go on the 
administrative bodies. This is, as a matter of fact, inverted 
reasoning, and the true state of affairs is that because of 
the presence of able and influential men on administrative 
boards who have the ability to choose and to retain capable 
executive officers the governmental business activities of 
England and Germany have shown a certain amount of suc- 
cess ; but, unfortunately, this condition is not improving, but 
is deteriorating slowly. There was a time when the Council 
Committees in English cities were willing to accept the 
opinions and recommendations of their managers. To-day 
the tendency is for the committees to dictate to the man- 
agers, and the often brilliant managers of publicly owned 
gas-works and tramways in Great Britain of twenty-five 
years ago are being gradually replaced by technically well- 
trained managers who carry on the business, not on an in- 
dependent basis, but under instructions of a committee more 
concerned with the vote at the next election than with the 
proper development of the service. 

In Germany the thoroughgoing extension of a real civil 
service, combined with the bureaucratic organization of the 
country and a system of suffrage under which the large tax- 
payers hold a predominant place in the administrative 
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bodies, has, Tip to the present time, produced fairly good 
results, but even there questions political rather than pure- 
ly social are arising which are disturbing to keen thinkers. 

In short, neither experience nor economic analysis leads 
to any belief that public ownership yields any real social 
benefit. 

One of the most prominent writers supporting the side 
of public ownership wrote some years ago: " The refer- 
endum and a civil service managed in the public interest 
form essential elements in any reliable plan for a real public 
ownership, for without them we merely go from the private 
ownership of a group of stockholders to the private owner- 
ship of a group of officeholders. " 

In this quotation we have a plain recognition of the funda- 
mental political difficulty in the way of a general introduc- 
tion of public ownership in a democracy. We have not to- 
day an efficient civil service — things have improved in some 
ways, but still in every public enterprise we find employ- 
ment governed in large measure by political pull or pressure 
and an excess of employees put into places created for them 
regardless of the needs of the service. This state of affairs 
is not confined to the United States, but may be also found 
in England and Germany, where the civil services stand 
on a much firmer basis. 

A frequent claim is made that labor conditions under 
public ownership are better as regards hours of labor, wages, 
safe conditions of operation, and so forth. If this were true, 
it merely means that the methods employed are such as will 
increase the cost of the service at the expense of the users 
and lead to the establishment of a privileged class of work- 
ers. So far as working conditions are concerned, careful in- 
vestigation will fail to show any appreciable difference be- 
tween publicly and privately owned utilities. Individual 
cases can be singled out where one or the other shows greater 
consideration for the safety and comfort of the employees. 
As an instance of the failure of public employment to yield 
greater consideration than private we may compare the work 
of the railway mail clerks with that of the baggage-men 
working on the same trains. 

It is often said that public employees will show more inter- 
est in their work than private employees. A casual inspec- 
tion of public work will easily disprove this assertion. In- 
deed, in Australia, where public operation has been carried 
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to extremes, we find frequent references to " the Govern- 
ment stroke " to indicate slowness and inefficiency. 

The average wage-earner in either public or private em- 
ployment looks only to his wages, and the great mass of them 
care little for anything else; the work will be carried on 
efficiently or otherwise, according to the individual interest 
of the worker. To those who are ambitious chances for 
advancement are to be found in both kinds of employment, 
but as a general rule these are more rapid in private than 
in public enterprises. 

" Strikes will be eliminated " is the often-made state- 
ment; but, unfortunately, strikes have not been eliminated — 
as, for instance, the Australian and French railway strikes, 
gas-workers' strikes in England, and in this country there 
have been strikes of street laborers and once a strike of 
letter-carriers. This last was based upon a wage question 
and brings to light a wage situation in the administration 
of the Post Office which would become of great importance 
if the Government should take over the railroads, the tele- 
graph, and telephone — namely, that wages are based, not 
on labor conditions and cost of living in different parts of 
the country, but simply upon the size of places and the 
length of service of the employee. 

A danger from the political side in a wide extension of 
public ownership under a system of universal suffrage lies 
in the enormous political machine which could easily be 
built up. Even under rigorous laws the Post Office con- 
tinues to exert a great influence in national politics, and if 
to such a body of voters we should add the millions of rail- 
way, street-railway, gas, electric, telegraph, and telephone 
employees a voting-machine could be built up which would 
be irresistible. 

This condition is feared in those countries where the ex- 
tension of public ownership has been the greatest. In Ger- 
many the late Dr. von Miquel, Prussian Finance Minister, 
said that he felt that nationalization and municipalization of 
public services had gone quite far enough, as the increasing 
number of employees who could be and were used for polit- 
ical purposes at election-time were detrimental to the inter- 
ests of good government. In England Mr. Robert Donald, 
an urgent advocate of the policy of the assumption of all 
forms of public utilities by the municipalities, has recog- 
nized the same danger; and, although urging the grant by 
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Parliament of greater powers to the municipalities, he has 
suggested that it might be well to deprive municipal em- 
ployees of the right to vote in municipal elections. 

In England there exists an organization known as the 
" Association of Municipal Corporations " made up of 
representatives of about three hundred municipalities. This 
has for its object the influencing of legislation in Parliament 
and it has exerted a tremendous influence not only in secur- 
ing legislation favorable to the municipalities, but also in 
preventing legislation in favor of private ownership of utili- 
ties promising improvements in service ; notably in the case 
of tramway and light railway matters and in opposing the 
formation of central companies for the sale, at wholesale, 
of gas and electricity. 

The London County Council for years harassed the Lon- 
don water companies on account of their deficient supply, 
but just as regularly appeared before Parliament to oppose 
the application of the companies for the authorization of 
new capital to enable them to increase their facilities. 

These two examples show the working of the governmental 
' ' lobby " in its most offensive form. The same interference 
with legislation is seen in the efforts of the various associa- 
tions of civil servants in Great Britain — notably the Post 
Office clerks, and in this country the activity of departmental 
officers in matters before Congress is notorious. 

Facts show that public ownership not only fails to re- 
move the utilities from politics, but increases their political 
activities, oftentimes in a way detrimental to the public 
interests. 

But the most often-heard reason given for public owner- 
ship is that the private utilities corrupt the legislative bodies 
for their own private ends against the public interest, and 
that this is the cause of legislative corruption. We have 
here a case where the effect is treated as the cause — it is the 
demoralized conditions in political life which have led to 
the corruption. Professor Taussig says, in his Principles 
of Economics: 

"The occasion [for corruption] is the great fund of gain which the 
monopoly enterprises can yield; the cause is political demoralization. It 
matters little whether the initiative in corrupt ways is taken by the heads 
of the monopoly corporations or by the public officials, whether the first 
step be bribery or blackmail. In either case it is the existence of venal 
legislators and administrators that brings coarse and characterless persons 
vol. cxcvn. — no. 686 2 
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into the management of the ' public-service ' industries. Honorable men 
withdraw from the unsavory affairs and are replaced by those less squeam- 
ish. The root of the difficulty is that a bad political situation invites 
corruption, not that corruption makes the political situation bad." 

The first claim made for public ownership is that service 
can be rendered cheaper, but when all proper items of ex- 
pense are included — such items as a private enterprise must 
include if it is to live — it will not be found that there is 
any very great difference in the cost of supplying service 
between well-managed private and public supplies, while 
poorly managed public supplies make a worse showing than 
poorly managed private supplies. 

First of all, it must be admitted that although the account- 
ing methods of public-service companies often leave much 
to be desired, that certainly, in this country at least, munic- 
ipal and governmental accounting methods are hopelessly 
antiquated and as varied as the whims of officials make them. 
An effort is being made to introduce modern methods, but 
until this has been done and the accounts of the business 
enterprises carried on by governmental authorities have 
been properly arranged to include all charges legitimately 
belonging to the different branches, it will be impossible to 
argue intelligently on the figures as presented. For ex- 
ample, the Post Office accounts made up at the end of the 
year include only audited vouchers, and it is perfectly easy 
to make up the accounts in a way to show anything desired. 

So, too, in municipal enterprises — clerical work done for 
the public plants is often charged in general city expenses, 
water is furnished free, engineering assistance is given 
without charge, offices are furnished free of rent, and a host 
of minor charges which must be paid for by a private com- 
pany are thrown into general municipal expenses. In this 
way the cost of supplying service in a publicly managed 
plant may be made to appear low, but it must be remem- 
bered that the failure to charge these items to the cost of 
furnishing the public service results only in raising the ex- 
penses of some other department; as, for instance, while 
the Post Office Department saves on rent, heat, and care 
of its buildings, the Treasury Department pays for these 
and has no benefit from them. We are hopelessly at sea 
when we undertake to make financial comparisons under 
these conditions. 

There are, however, certain tangible points upon which 
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comparisons may be made. One important reason given for 
public ownership has been the fact that municipalities have 
been able to borrow money at a lower rate than companies. 
This has been true and is now, to a certain extent, but the 
rates for municipal loans and public utility bonds have 
been steadily approaching one another and this process is 
likely to continue. The enormous municipal debts which 
American and English cities are running up are tending to 
render capital cautious ; and although not only the property 
of the municipality, but that of every individual citizen, 
stands as security for the municipal loans, still the difficul- 
ties which would arise if a municipality should go into 
bankruptcy — not an unthinkable proposition — does not al- 
lure the investor. This may seem an exaggerated state- 
ment, but the United States Census Bureau reports show 
that between 1902 and 1908 the sixteen largest cities in the 
United States increased their gross debts by $646,000,000, 
or 71.6 per cent., while during the same time their popula- 
tion increased only 15.5 per cent. This means that the gross 
debt of these cities for each man, woman, and child living 
in them increased from $75.47 to $112.50. Such an increase 
cannot continue without a demand from investors for a 
higher rate of interest to compensate for the risk. 

It has often been claimed that a charge against income for 
sinking-fund in the case of municipal plants is unnecessary 
because such a charge only means that the present users are 
paying for the plant for the benefit of the future genera- 
tions, who later will have the plant free of capital charge. 
Theoretically, this is true — practically, when a public utility 
stops growing it begins to die, and as the demand for fresh 
capital always continues the time when the plant is fully 
paid for free of all incumbrances extends into the dim 
future. The Glasgow gas-plant is one of those longest in 
possession of public authorities anywhere in Great Britain, 
and if it had been possible to get rid. of a capital charge that 
plant should have shown it; but, as a matter of fact, but a 
very small proportion of the capital charge has been ex- 
tinguished by the operation of the sinking-fund. So that 
the day is far off when we shall arrive at what the enthu- 
siasts designate as full public ownership. 

The question of the proper charge for service furnished 
by a publicly owned plant is one of the most troublesome 
which has to be met. Theoretically, the service should be 
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furnished at cost — practically, as we have seen, the actual 
cost is rarely known. When rates are established they are 
either fixed at the supposed cost or else they are figured so 
that they may produce a surplus large enough to perhaps 
allow for furnishing the municipality with service free. In 
England, where tradition accepts fluctuations in price iip 
and down and where the public takes it as a matter of course 
that when costs increase selling prices must increase also, 
it is easy to fix rates close to cost ; but in this country, where 
the public expects a continuous fall in price and seems never 
prepared for an increase, it is much more difficult to hew 
close to the line. 

If, on the other hand, a price is fixed which will yield a 
profit, we have a condition which is unjust. The users of the 
service, who, except in the case of water, represent but a 
small part of the whole community, have levied on them a 
special tax for the benefit of the whole community. It is 
not unusual to find statements that certain towns receive 
their electric street lighting for a nominal sum or even at 
no cost — and these claims are boldly advanced as an argu- 
ment for public ownership. Even a slight consideration 
must convince any one that where such a condition exists it 
simply means that the commercial users of electric light are 
paying the cost of lighting the streets for the benefit of the 
whole community. This is a situation which is absolutely 
indefensible; it is the plainest possible illustration of in- 
equitable taxation, taxation not even according to ability 
to pay, but a forced levy on those who use electricity. 

An analysis of British municipal trading is to be found in 
a Parliamentary paper of 1902. In this Sir H. Fowler shows 
that the British municipalities make a profit of approximate- 
ly one-half of one per cent, on the capital invested after 
deducting interest on the loans, but with practically no al- 
lowance for depreciation. If we assume that the average 
rate of interest on the loans was three and one-half per 
cent., then we have a return on the investment of four per 
cent., with no charge for depreciation or a net loss on the 
investment of fully two per cent. 

Although the accounts of the telephone, telegraph, and 
postal service are inextricably mixed in the continental 
countries, it is probably well within the bounds of reason 
to say that the entire telegraph service of the continent of 
Europe is conducted at a loss and that the telephone service 
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returns nothing on the sums invested. In Great Britain 
the telegraph plainly loses money; in the last year prac- 
tically five million dollars ($5,000,000) ; and even this show- 
ing fails to give the full extent of the deficit, for many items 
properly belonging to the telegraph are charged to Post 
Office accounts. 

A most important feature to be considered by any public 
body before embarking in a plan for public ownership is the 
risk of obsolescence and the possible need of entire replace- 
ment in a short time. This is a risk which private com- 
panies always bear in mind and one which public bodies 
usually ignore, yet certain municipalities — for example, 
Bradford, in England — found themselves seriously handi- 
capped when the pressure of public opinion forced them to 
change their steam and horse tramways to electric. If it 
were not for the bottomless purse of the taxpayer, municipal 
bodies might be slower in adopting public ownership. 

The logic of the situation and the experience of those 
governments and municipalities which have embarked in 
these enterprises prove conclusively that whenever capital 
groups are willing to undertake to serve a community 
with the so-called utilities, to assume the risk and sub- 
mit themselves to a sensible public control, then the pub- 
lic will be better served by public management; in this 
way the public is protected, capital is allowed a fair re- 
turn, and inducements are offered to the managers to 
develop the business in a way to yield advantages to all 
interested. Such a plan as exists in Great Britain in the 
gas industry, as is in force in the Boston (Massachusetts) 
Gas Company, as is covered by the Chicago Traction Com- 
pany franchise, under which economies in production made 
possible by good management are divided between the users 
and the management, such a plan offers inducements to the 
companies to introduce economies in their methods and the 
public gets its share. That efficiency in management should 
be rewarded is conceded by all those who have studied the 
subject; that the public is entitled to all the economies as 
claimed by some means simply that there will be no induce- 
ment to careful managers to exert themselves to meet the 
demands and introduce improved methods. 

Common-sense regulation seems, in the light of experi- 
ence, far better than public management. 

"Walter S. Allen. 



